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CUTTING RED TAPE IN COLORADO STATE GOVERNMENT:

SUPPLEMENTAL REPORT ON RULE REVIEW BY STATE AGENCIES

“We need to make government work better. Part of that means making government efficient, effective
and of course elegant. Last year we began a rigorous review of state rules and asked for examples of
unnecessary regulation from Coloradoans across the state. We are scrubbing every state agency to
eliminate red tape. Our plan is outlined in the report we issued this week call ‘Pits and Peeves.” The
Colorado Department of Transportation, for example, found rules that were out of date decades ago.
The Department of Human Services recommended the repeal of nearly 850 rules. This streamlining will
help nonprofit organizations, as well as businesses, hire the next worker.”
Governor John Hickenlooper,
2012 State of the State Address

INTRODUCTION

The Omnibus Report, “Cutting Red Tape in Colorado State Government” (Omnibus Report),
released in January 2012, summarized key “red tape” issues (e.g. regulatory inefficiencies,
obstacles, unnecessary burdens and logjams) that businesses, local governments and citizens
regularly encountered in dealings with state government. The information presented in the
Omnibus Report was obtained through a series of roundtable forums held across the State
during the summer of 2011. Participants in the roundtable discussions included a broad and
diverse group of representatives from over 100 business organizations, local governments,
advocacy and community groups.

One of the key red tape issues identified in the Omnibus Report was the number and complexity
of the rules and regulations with which the business community and the general public must
contend and comply. Roundtable participants expressed concerns that, over the years, layer
upon layer of regulatory requirements had been imposed, without any analysis of continued
necessity and effectiveness, or consideration of more appropriate alternatives. Over time, the
regulatory requirements became more and more complex, and more and more costly. While the
requirements for information, disclosure, reports and process had increased, the real need or
purpose behind those requirements had become less clearly articulated.

The Omnibus Report observed that Colorado was one of the few states without an institutional
process for the systemic and regular review of existing regulations. Governor Hickenlooper had
previously issued an Executive Order D 2011-005 on January 11, 2011 that recognized the ever-
increasing number of legal requirements imposed on local governments without regard to costs
and without additional funding for compliance. This 2011 Executive Order required agencies,
before they promulgated any new regulation, to provide a description to the Governor’s Office
of the nature and extent of the agency’s consultations with representatives of affected local
governments, the nature of their concerns, written comments or concerns of those local
governments, and agency’s reasoning supporting the need to issue such regulations. Then on
January 19, 2012, the Governor signed a new Executive Order D 2012- 002, concerning
“Regulatory Efficiency Reviews” that now requires a continuing process of rules review across



state agencies, requires public notification of the agencies’ review and provides for public input
and participation in the review process. In summary, it requires each state agency to conduct a
review of all its rules to assess whether the rules (1) are necessary and not duplicative; (2) are
written in plain language; (3) achieves the intended result with the appropriate level of
regulation; (4) can be amended to reduce their regulatory burdens while maintaining benefits;
and (5) are implemented in an efficient and effective manner.

Even prior to Executive Order D 2012-002, most of the State’s principal departments had begun
to actively review its existing body of rules and regulations in order to evaluate and determine
the continued need for appropriateness and effectiveness of each of its regulations. This review
and evaluation process is a significant and long-term undertaking. Twelve separate volumes are
required to hold the tens of thousands of rules and regulations that comprise the Code of
Colorado Regulations. Although a thorough and rigorous review/evaluation of all of the State’s
existing rules will of necessity, be a long and very time-consuming process, that process is well
underway, with notable results.

EXECUTIVE SUMMARY OF SUPPLEMENTAL REPORT

Businesses and the community-at-large generally recognize the critical role that government
plays in our society, and the need for regulations in order for government to effectively carry
out its roles and responsibilities. However, there is also a recognition that excessive,
unnecessary and redundant regulations and processes have resulted in enormous burdens on
businesses and consumers, reducing the amount of capital available for job creation and
expansion. Thus, it is critically important that we reduce or eliminate the red tape and
streamline governmental regulatory functions.

This Supplemental Report provides an update on the status of the various rule review processes
that have begun in the each of the executive departments, and summarizes the broad range of
issues, successes and challenges experienced. To date, the State’s agencies and departments
have collectively reviewed approximately 7,580 rules, over 50% of these rules have been or will
be recommended for repeal or modification. The rules review process is designed to eliminate
rules that are redundant, obsolete, or unnecessarily burdensome, and to modify the remaining
rules to better streamline the regulatory process. The ultimate goal is to make Colorado State
government more efficient, effective and elegant in its service delivery.

IMPACT AND COSTS OF REGULATORY COMPLIANCE

Eliminating outdated, irrelevant and unnecessary regulations, and streamlining those rules
which are required, will help to alleviate the burdens and costs of compliance for businesses,
and ultimately for the consuming public.

The purpose of government regulation is to protect the public interest by assuring fair and
equitable practices in the marketplace and preserving the health and safety of the public. The
costs of compliance with government regulations is as much a part of the usual and customary
cost of doing business as are the costs associated with other routine business expenses such as
facilities, equipment, employees, marketing, etc. However, concern arises when the percentage
of business expenses attributable to regulatory compliance is perceived to be excessive and
unnecessary.



When businesses must navigate through a regulatory maze of voluminous, complicated and
often conflicting sets of regulations, businesses are often required to seek professional advice
and guidance, a process that consumes time and resources. When rules are ambiguous or
susceptible to multiple, inconsistent or even conflicting interpretations, businesses and
consumers are at risk of unwarranted or unexpected consequences. Businesses also face a
mounting “paperwork burden,” meaning the time and resources required for recordkeeping,
reporting and other administrative activities in connection with regulatory compliance. In
contrast, when regulations are well designed and clearly written, it becomes far easier and less
costly for businesses to comply and to incorporate the regulations into their standard operating
procedures.

A 2010 research study, “The Impact of Regulatory Costs on Small Firms,”* (“2010 Advocacy
Report”), examined the annual costs of federal regulations in the United States. The study
concluded that the annual costs of federal regulations had increased to more than $1.75 trillion
in 2008, which resulted in an average regulatory burden on each U.S. company that equaled
$8,086 per employee. Even more troubling, the 2010 Advocacy Report noted that this
regulatory burden disproportionately impacted smaller firms. Firms with fewer than 20
employees faced an annual federal regulatory cost of $10,585 per employee. This regulatory
burden has a major impact on the economy as the vast majority of all business in the U.S. (89%)
employ fewer than 20 workers. Although no comparable study could be found analyzing the
costs businesses must incur to comply with state-level regulations, it is likely that compliance
costs result in a similar incremental increase in the total cost per employee for all firms, in
largely the same ratio as reflected in the distribution of costs of federal compliance.

The costs of regulatory compliance also impact individual citizens. The 2010 Advocacy Report
notes that “unlike fiscal actions taken by the government, the costs of regulatory actions are
relatively hidden. For example, consider the activities, products and services consumed by a
typical household on a typical day. The costs of government regulations get stirred into the
indistinct mixture of countless economic forces that determine prices, costs, designs, locations,
profits, losses, wages, dividend, and so forth.” As previously discussed, a reduction in the sheer
volume and complexity of regulations, and the elimination of redundant and unnecessary
regulations, will necessarily reduce the costs of compliance and the paperwork burden for
businesses, ultimately benefitting individual consumers and households.

SUSTAINABILITY OF RULES REVIEW PROCESS

As part of the rule review process, several departments and agencies have taken the important
step of developing policies and procedures that call for an ongoing, effective and rigorous rule
review process to be embedded into their department’s regulatory functions. The impact of ad
hoc rule review on a one-time basis is negligible at best. For businesses, local governments and
the general public to realize the full benefits of the rule review process, the process must be
sustainable, included as part of the department’s core mission and embedded as an integral part
of the regulatory process itself.

! Crain, Nicole V., and W. Mark Crain under contract with the Small Business Administration Office of Advocacy, “The Impact of
Regulatory Costs on Small Firms,



Key elements of these embedded rule-review policies include the establishment of: (i) review
criteria and protocols; (ii) internal monitoring and accountability; (iii) substantive content
review; and (iv) guidelines for implementation of recommendations and (v) review cycles. The
Protocol for Rule Reduction Review, established by the Department of Human Services and the
procedures implemented at the Department of Corrections are excellent examples of a
comprehensive and structured approach to a successful rules review process.

ORGANIZATION OF SUPPLEMENTAL REPORT

The following sections of this Supplemental Report outline the procedures and protocols being
followed by each of the principal departments as part of their respective rules review process.
Also included is a summary of the results that the review process has achieved to date, including
recommendations and actions for repeal, modification or retention of the rules under review.
For some of the departments, more detailed information with respect to specific rules is set out
in the appendices. For considerations of brevity, this Supplemental Report does not delve into
the substantive analysis, rationale or impact of the review and resulting recommendations for
particular regulations. Additional information related to a particular regulation may be obtained
from the Public Information Officer in the relevant department.

The rules review process is underway in earnest across all principal departments. This
Administration’s commitment to cut or eliminate red tape is a commitment that has been
embraced by each and every department and agency with a focused determination.




DEPARTMENT OF AGRICULTURE

Process: The Department of Agriculture has begun reviewing its rules, and will be establishing a
formal process to gather public input in the near future. The Department proposes a process
that would review the rules for each of their six Divisions one at a time over a period of
consecutive months. Divisions that have multiple rules, complex or unusually extensive rules
may require more than one month to complete the review process. The Department plans to
begin by reviewing the rules of those Divisions with fewest rules.

Results: Several rules have been reviewed to date. The Department repealed “Rules and
Regulations Pertaining to the Production of Rapeseed (Canola)” at 8 CCR 1203-3. The original
purpose behind this rule was to create a district to protect what was at the time an emerging
market for food-grade canola from the industrial-grade canola market. After surveying canola
crops in Colorado and meeting with producers, it was determined there was no longer a risk and
the prohibition on industrial grade canola was actually limiting producer resources. Thus, the
decision was made to repeal the rule as no longer necessary. This action was taken under the
Administrative Procedures Act rulemaking process, and the rule repeal was effective on March
30, 2012.

The Department has also identified and will begin the process to repeal the “Rules and
Regulations Pertaining to the Production of Strawberry Nursery Stock”, 8 CCR 1203-20. These
rules were first adopted in 2005 at the request of the CSU Research Center in the San Luis Valley
and growers who believed there was an opportunity to raise strawberries certified for nursery
stock. Strawberries for certified nursery stock require a low disease or disease-free status. This
in turn requires particular attention to crop maintenance and the exclusion of other field-
produced strawberries. In the eight years since the rule was adopted, only three applications
have been submitted, and growers have determined that growing strawberries for certified
nursery stock is not feasible. The Department will be initiating the Administrative Procedures
Act rulemaking process to eliminate the rules. However, the Department will maintain the
statutory authority to promulgate rules if the potential for this industry returns.

DEPARTMENT OF CORRECTIONS (CDOC)

Process: In September 2011, the Department commenced the restructuring and streamlining of
its Administrative Regulation (AR) process, with the goal of reducing the total number of CDOC
regulations. This process also facilitated the Department’s implementation of Executive Order D
2012-002.

As of February 21, 2012, the Colorado Department of Corrections had 318 Administrative
Regulations (AR’s) plus 20 new AR’s under development. The Department has set a goal of
reducing the total number of AR’s by at least 10% by December 31, 2012. The Department plans
to achieve this goal through systematic review of AR content. The AR reviews started in
December 2011. In order to reach the 10% goal, the Department will need to eliminate at least
two AR'’s per month.

Review Cycles: Per Departmental policies, each AR must be reviewed annually and each review
cycle is 3-months long. If a review and revision is completed outside the 3-month cycle, then the



review cycle date will be adjusted to reflect the new effective date in order to preserve the
once-per-year review protocol.

Policy Tracking Mechanism: Until recently, the Department was not able to electronically track
the timeliness of the AR review process or the location of any particular AR within the review
cycle. A new database now allows the Department to track all AR’s through the review and
signature process. This database will ensure timely reviews and help to identify slow points in
the process.

In addition to the measures outlined above, the Department is researching the availability of
policy management software that will allow for a paperless and electronically accountable
review process.

Results: In December 2011, seven AR's were reviewed and determined similar enough in
content to be combined into three. The revised AR’s are currently out for Department-wide
review and comment. If the proposed drafts are approved, this effort will result in a reduction of
four AR's.

In January 2012, five AR's were reviewed and determined similar enough in content to be
combined into three. Drafts of the combined AR’s were submitted for review in March 2012. If
the proposed drafts are approved, this effort will result in a reduction of two AR’s.

A four-phased strategy has been approved by the Department’s Executive Staff for reviewing
the Department’s remaining 243 AR'’s, and for controlling the number of new AR'’s presented for
review. Implementation of this strategy has begun. Details of this implementation strategy are
set out in Appendix 1.

GOVERNOR'’S OFFICE OF INFORMATION TECHNOLOGY (OIT)

Process: Three rules have been promulgated by the Governor’'s Office of Information
Technology (OIT) and are currently in effect. These rules have been reviewed, and one is now
slated for modification. Additionally, there are three more rules that — although promulgated by
other state agencies — fall under OIT’s jurisdiction. OIT has coordinated with these agencies, and
a joint determination has been made to modify one of the rules and repeal the other two. A
staff member has been assigned to each rule, and work is underway to identify the appropriate
action steps. OIT will follow the rulemaking process in accordance with statute.

Results:

Number of Rules to be reviewed

Number of Rules reviewed

Number to be retained in existing format
Number to be modified

Number to be repealed
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DEPARTMENT OF HUMAN SERVICES (CDHS)

Process: The Colorado Department of Human Services Policy 2.8, “Protocol for Rule Reduction
Review,” (Protocol) was formalized in May 2011. This Protocol was adopted to comply with
Executive Order D 2011-005 in order to promote enhanced relations between state and local
governments, including state regulation of local government administered programs.

The Protocol requires a comprehensive review of each of the Department’s 4,311 rules
{(including related recommendations) to determine whether each rule should be repealed,
revised or continued. Rules were reviewed for clarity, necessity and conciseness. Spreadsheets
were used to collect information and insure that each rule was comprehensively reviewed in a
consistent manner. The spreadsheet format was designed to collect relevant information
concerning each rule, including: the authority for the rule; changes in the authorizing legislation;
whether application of the rule is permissive or required; whether the rule accurately reflects
the substance of the authorizing legislation; whether the rule is unnecessarily repetitive or
duplicative of language found in other statutes or rules; whether other forms of action are more
appropriate for the purpose or content of the rule {e.g. agency policy, contracts or procedural
guidelines); and whether the rule is in conflict with another rule or agency policy.

The Protocol directed staff to recommend repeal or revision of rules that were found to be
duplicative, inconsistent or burdensome. Based on the analyses, The Division of Boards and
Commissions and the Audit Division conducted quality assurance reviews to ensure quality,
consistency and accuracy. Each Deputy Executive Director reviewed the recommendations
submitted by their programs and submitted a required certification of completeness. Each
Office also prepared an executive summary for Executive Director Bicha. Each division and
program was required to complete a pre-rule analysis for any rule change recommended as a
part of the review. This analysis, prepared for State Board’s consideration, included proposed
effective dates and justifications for any proposed change. This work was completed July 1,
2011,

Results: Sixty-three Department staff reviewed a total of 4,311 Departmental rules. As a result
of these reviews, and subsequent reviews at the Division and Office Director level, it was
recommended that:

Number of Rules reviewed 4,311
Number to be retained in existing format 1,354
Number to be modified 2,116
Number to be repealed 841

As of May 4, 2012, the State Board of Human Services had completed the repeal process for the
841 rules to be repealed. The Department is now working on the modifications of over 2,000
rules.

DEPARTMENT OF LABOR AND EMPLOYMENT (CDLE)

Process: The Colorado Department of Labor and Employment has four divisions that issue rules:
the Division of Labor (“Labor”), the Division of Workers’ Compensation (DOWC), the
Unemployment Insurance Division (Ul) and the Division of Oil and Public Safety (OPS). Any rule
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changes are reviewed with stakeholder groups in each division prior to publication and
notification of the Secretary of State’s office.

Results:

Unemployment Insurance

Number of Rules to be reviewed 535
Number of Rules reviewed 535
Number to be modified 18
Number to be repealed 31

Proposed rule changes will be made during two hearings; the first hearing will be held in June
2012, the second in August 2012. Rules-change hearings will separately address (1) business
related changes; and (2) all other changes.

Labor
Number of Rules to be reviewed 3
Number of Rules reviewed 3
Number to be modified 1
Number to be repealed 0

Based on a recent audit, it is possible that a fourth rule will be implemented this summer.

Oil and Public Safety

Number of Rules to be reviewed 6

Number of Rules reviewed 6
Number to be modified (review to occur) 6
Number to be repealed 0

The majority of this Division’s revisions will be to Underground and Aboveground storage tank
regulations; other revisions will be minor. Boiler rules were revised in March 2012; Oil
(petroleum storage tanks) rules will be reviewed in July 2012; Conveyances, Explosives and
Amusements rules will be reviewed in November 2012; Oil (propane) rules will be reviewed in
December 2012.

Workers’ Compensation (DOWC)

The DOWC has three sections of rules with 18 different subsections and all subsections are
routinely reviewed. No rules are currently scheduled for repeal. However, consideration is being
given to repealing certain language in sections throughout the rules; meaning, the rules would
remain in effect, with certain modifications. This Division is currently considering revising 40
areas proposed by stakeholders. It hopes to address 20 of these proposals before the end of
2012. The proposed revisions involve making certain that Division rules conform with recent
changes made by the Colorado Supreme Court regarding court procedures and a possible effort



between our Division and the Office of Administrative Courts in merging some of our rules. By
statute, DOWC revises its fee schedule annually.

DEPARTMENT OF LOCAL AFFAIRS (DOLA)

Process: Even though this Department does not promulgate many rules or regulations,
the Department has identified all of the rules that have been promulgated and will
review each one to assess their necessity and appropriateness.

DEPARTMENT OF PERSONNEL & ADMINISTRATION (DPA)

Process: The Department has instructed each Division/Program within DPA to perform a
comprehensive review of the rules in their purview.

Results: Several changes have been identified during the initial review process. However, the

review process is still underway, so the identity and number of rules reviewed and
recommended for modification or repeal has not yet been determined.

DEPARTMENT OF PUBLIC HEALTH AND ENVIRONMENT (CDPHE)

Process: The broad scope of the mission of CDPHE means that the Executive Director, five
statutory boards and commissions, and one Division each have rulemaking authority. Periodic
and routine rule review is an integral and ongoing part of the regulatory functions within most
of the divisions in the Department.

For example, the Water Quality Control Commission (Commission) is required to review control
regulations and water quality classifications and standards at least once every three years. The
Commission’s current practice is to conduct triennial reviews for control regulations and ground
water quality classifications and standards by holding informational hearings to solicit
comments regarding whether particular regulations should be retained, repealed or revised. If,
as a result of the informational hearing, the Commission decides that changes should be
formally considered, a rulemaking hearing is scheduled for that purpose.

Results: Between 2011 and the present, the Department has reviewed 71 of its 203 sets of
rules. Appendix 11l sets forth a more complete listing of the specific rules and recommended
actions.

CDPHE Divisions Rules Reviewed/Total
Number of Rules

Board of Health 28/101

Executive Director 1/3

Solid and Hazardous Waste Commission 13/21

Division of Environmental Health and Sustainability 0/16

Water Quality Control Commission 17/38

Water and Wastewater Facility Operators Certification Board 1/1

Air Quality Control Commission 11/23




DEPARTMENT OF REGULATORY AGENCIES (DORA)

Within the Department of Regulatory Agencies, nine Divisions and offices, encompassing over
50 regulatory programs, have rulemaking authority. Each Division has established protocols,
procedures and schedules to guide its respective rule review process in conjunction with its
specific regulatory board(s) or commission (s).

BANKING

Process: Division of Banking (Division) staff reviewed a total of 96 rules that pertain to
institutions regulated by the Division, including:

Type of Rule Number of Rules
Administrative (AR) 16
Commercial Banks (CB) 36
Electronic Funds Transfer (EFT) 3

Money Transmitter (MO) 8

Public Depository Protection Act (PDP) 10

Trust Company (TC) 23

* Industrial Bank rules were not reviewed as Article 108 of Title 11 has been recommended for
repeal. If the recommendation is approved, the 36 Industrial Bank rules will be repealed in their
entirety.

The Division reviewed rules for accuracy of information, statutory applicability and clarity in
presentation. One of the key goals of the review was to reduce or eliminate confusion and
ambiguity resulting from rules containing conflicting information. The rulemaking process takes
approximately 120 days from the initial request to the Banking Board for approval to proceed
with the rule change to the effective date of the applicable change, assuming that no issues are
encountered during the process.

Results: Of the 96 rules that were reviewed by the Division, 30 rules were either written in
response to a statute, or cite to a statute, which has been submitted as part of a review to
evaluate the need for their continued existence i.e. a Sunset Review. (Due to the time
investment required to conduct rule review, the Division opted to postpone any action for those
rules that may be affected by the results of the Sunset Review.) The implementation of
recommendations resulting from the rulemaking process commenced April 19, 2012 for the 66
rules not affected by the statutes submitted as part of the Sunset Review. The Division will work
in conjunction with the Banking Board to establish a timeline for approval of the rules requiring
amendment or repeal. Appendix IV contains a table that describes the purpose for each rule
amendment based on the criteria used in the review described above.

CIVIL RIGHTS DIVISION

Process: The Civil Rights Division has completed its first global review of the 75 rules currently
in effect under the authority of the Colorado Civil Rights Commission (Commission). All rules
were reviewed to identify inconsistencies in format, language and content, inaccuracies based
on current law, and substantive content in need of revision for clearer guidance. The review
process began in October 2011, and the Division is currently at the stage of drafting proposed
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language for each rule where revisions are recommended. During the review, the Division
identified the need for substantive revisions or additions to rules under six sections. It also
found that minor administrative changes for consistency may be advisable for most of the
remaining rules. The Division will continue the rule review process on at least an annual basis,
subject to intervening legislative or judicial changes or requirements.

Results: The following chart summarizes the results of the review process in the Division:

No action recommended 15
Non-substantive revisions recommended 11
Substantive revisions recommended 27
Repeal recommended 22

The draft rules were presented to the Commission at the regularly scheduled Commission
meeting in April 2012. The Commission will determine when to notice all applicable rules before
the end of fiscal year 2011-12.

Appendix V lists examples of staff recommendations resulting from the review process.
FINANCIAL SERVICES DIVISION

Process: In November 2011, three Financial Services working groups commenced the review of
73 rules pertaining to programs that the Division oversees. The working groups included Division
staff and neutral industry professionals with expertise specific to understanding how the rules
impact stakeholders.

The goal of the rule review process was to identify which rules should be changed, with
recommendations for additions, revision or repeal. Review recommendations were made based
on the following criteria:

e Need for a new rule based on modern statutory expectations and practices.
Need to clarify ambiguous language.

Need to streamline anachronistic processes for efficiency

Need to revise a rule based on current standards of practice.

Need to repeal a rule that is duplicative, obsolete, or unnecessarily burdensome.

Results: Rules reviewed during this effort included:

e Credit Unions — 20 rules
e Savings and Loans — 45 rules
e Life Care Institutions — 8 rules

Staff drafted proposed language for changed rules and distributed same to stakeholders in
March 2012 for final comments. Comments were submitted to the Division on April 15, 2012.
The Financial Services Board will conduct a rulemaking hearing to affirm amendments the Board
deems necessary for the proper administration of the Division during its July, 2012 quarterly
meeting.

11



Appendix VI sets forth more specific recommendations.
INSURANCE DIVISION

Process: The Division of Insurance has 161 regulations currently in effect. The Division has developed
a schedule under which each regulation is being reviewed by assigned staff for: the necessity of the
regulation, the impact the regulation has on businesses, and whether there is a better/different way
to approach the regulation which would lessen the impact on business. In addition, the regulations
are being reviewed for compliance with the Secretary of State’s formatting requirements, ensuring all
statutory citations, “incorporation by reference,” and other references are accurate.
Recommendations are then made whether changes in the regulation are needed, and when the
regulation will be noticed for amendment (or repeal).

Results: The regulations were broken down into priority classes determined by how recently the
regulation had been reviewed or promulgated. There are six priority classes with deadlines for review
of the regulations within that class starting October 2011 ending in June 2012. Appendix VI provides
a chart of all the regulations being reviewed and the current status of the review process. The original
goal was to have 36 regulations noticed for hearing by the end of February. The Division has noticed
29 regulations so far. Ten regulations were noticed for repeal and 19 regulations were noticed with
changes.

PUBLIC UTILITIES COMMISSION

Process: The Rules Administrator for the PUC is responsible for all proposed changes to
Commission practices and procedures. The Rules Administrator ensures that all changes
proposed are efficient and effective from a process standpoint and that any outdated,
redundant, or unnecessary provisions in the rules that are part of the notice are updated or
deleted.

Formal rulemakings are typically initiated for one of four reasons: 1) changes to legislation that
require new rules or existing rule changes; 2) changes to federal law that must be incorporated;
3) lessons learned/experience that inform a more efficient procedure/process; or 4) petition for
rulemaking request from an external entity. Every rulemaking includes a review at several levels:
the staff team working on the rules, the Section Chief(s) accountable, the Rules Administrator,
and, ultimately, the Commissioners.

Results: Listed below are the rulemaking proceedings held at the Commission since mid-2010.
The summaries of the proceedings provide further detail into the types of rule changes
implemented by the Commission and the benefits to internal and external stakeholders
achieved by each activity. Appendix VIl sets forth more detailed information on specific rules
proceedings before the Commission.

Docket Title # of Rules
Reviewed
10R-036TR Rules of Transportation — Motor Vehicle 82
10R-191T Rules of Telecommunications — Colorado | 20
High Cost Fund
10R-214E Rules of Electric Utilities — Electric Resource | 22
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Planning
10R-243E Rules of Electric Utilities — Renewable | 18
Energy Standards
10R-526E Rules of Electric Utilities — Transmission | 4 — new rules
Facilities
10R-674E Rules of Electric Utilities — Solar | 12 —reviewed
Gardens/Community Based Energy 2 - new
10R-799E Rules of Electric Utilities — Data Privacy 4 —new rules
11R-110EG Rules of Electric Utilities — Low Income | 1 — new rule
Assistance (electric)
1 - new rule
(gas)
11R-364GPS Rules of Gas Pipeline Safety — Federal | 23
Amendments
11R-416E Rules of Electric Utilities — Electric Resource | 14
Planning Rules
11R-638TR and 11R-792TR Rules of Transportation — Recodification of | 84
Statutes
11R-707E Rules of Electric Utilities — Medical | 1-new rule
Exemption from Tiered Rates
12R-148T Rules of Telecommunications - Emergency | 4
Rules Capping Switched Access Rates and
the CHCSM
Future — 12R-XXXALL Rules of Practice and Procedure 56
REAL ESTATE DIVISION

Process: During 2011, two separate working groups of Real Estate Division staff reviewed the rules
promulgated by the Real Estate Commission (Commission} and the Board of Real Estate Appraisers
(Board). Note: The rules for the Conservation Easement Oversight Commission are timely and do not
require any further evaluation. In addition, the Board of Mortgage Loan Originators had conducted
extensive rulemaking in 2010 and 2011 as it transitioned from a Director-model to a Board-model
program, so rules promulgated by this Board were not included in the present rules review process.

Results: Rule revisions were proposed based on lack of clarity, duplicative or overly burdensome
regulations, obsolete practice standards or requirements, and new requirements being implemented
at the federal level or due to current practice issues.

Real Estate Commission Board of Real Estate Appraisers
Number of Rules reviewed 120 212
Number of Rules modified 29 90
N of Rules repealed 6 24

DIVISION OF REGISTRATIONS (Professions and Occupations)

Process: The Division of Registrations has actively been engaged in the rule review process
since September 2011. The information below reflects the resuits of its review process through
January 2012.
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Results:

Number of Rules reviewed 299
Number of Rules Yet to be reviewed 179
Number to be retained in existing format 87
Number to be modified 196
Number to be repealed 16

Below are a few examples of rules that were found to be unclear, inefficient, outdated,
unnecessary or redundant and were modified or repealed:

The State Board of Licensure for Architects, Professional Engineers and Professional Land
Surveyors held a rulemaking hearing in October 2011. One of the major purposes was to revise
the requirements for mandatory continuing education so that the rules would be aligned with a
new national model and therefore make compliance more efficient for licensees. Other rule

changes addressed updating and clarifying language for ease of understanding by applicants and
licensees.

The State Board of Accountancy conducted a major rule overhaul in early 2011 after the sunset
legislation, reviewing over 60 rules, modifying most of those, and repealing 9. The Board will be
revisiting a majority of those rules in late 2012 to address the implementation of a new peer
review system as well as changes to the Continuing Professional Education requirements.

The Office of Barber and Cosmetology Licensure will review and redraft its rules concerning
scope of practice requirements as well as its cleaning and disinfection requirements. This review
will be completed by June 30, 2012.

The Colorado Medical Board reviews all rules and policies on a quarterly basis. The Board
President determines which rules should be placed on the Board agenda for revision.

More examples of rules that were found to be unclear, inefficient, outdated, unnecessary or
redundant and therefore modified or repealed are set out in Appendix IX along with a more
complete listing of specific rules and recommendations.

SECURITIES DIVISION

Process: The Division of Securities regularly monitors its rules and initiates the process to add,
amend and repeal rules on an as needed basis. Rules are reviewed regularly and material
changes made when required, such as when local or national issues surface and rules are
needed to implement change or clarify positions. Immaterial changes (typos and the like) are
presented when Rulemaking Hearings are otherwise scheduled.

As part of the Division’s most recent rulemaking hearings (November 2010) a complete rule
review resulted in numerous substantive changes to provide clarity and uniformity for
investment advisers as well technical or housekeeping changes. The technical changes were
intended to update the rules for consistency with federal rules, and to eliminate unnecessary or
outdated rules.
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Recommendations for rule amendments or repeal may originate from within the Division, from
the Securities Board, the regulated industry, the legal community or from the public. The
Division typically seeks input regarding rules from licensees, trade associations, the legal
community and investors.

Results: Currently, the Division of Securities has 50 rules promulgated under 2 articles of the
Colorado Revised Statutes. Of those, 42 rules are related to the Colorado Securities Act including
provisions related to Local Government Investment Pool Trust Funds and eight rules are related
to the Colorado Municipal Bond Supervision Act.

Examples of anticipated rule changes include:

e Investment Adviser-related rules will be reviewed and likely supplemented early in
2012. Significant federal regulation as part of the Dodd-Frank Wall Street Reform and
Consumer Protection Act should be implemented in the second quarter of 2012.

e Securities exemptions such as Regulation D are a very common type of filing in the
capital formation realm so an Electronic Filing System, (“EFD”) is being developed to
make the filing process easier. Upon completion of EFD, Colorado will adopt rules to
implement this streamlined system.

DEPARTMENT OF REVENUE

Process: The Department of Revenue has been engaged in its rule review process since
September 2011.

Results: Across the eight divisions within the Department, there are an aggregate of 713 rules.
The following chart reflects a summary of the Department’s review process to date. Appendix X
sets forth more detailed information regarding specific division rules.

Division Total Not Yet Reviewed and No Reviewed and Reviewed and
Rules | Reviewed Changes Recommending Recommending
Recommended Changes Repealing

Lottery 17 14 0 1 2

Medical 37 0 37 0 0

Marijuana

Automobile 91 0 Recommendation Recommendation Recommendation

Industry Pending Pending Pending

Liguor and | 81 0 Recommendation Recommendation Recommendation

Tobacco Pending Pending Pending

Racing 12 0 Recommendation Recommendation Recommendation

Pending Pending Pending
Tax 380 0 124 145 111
DMV 71 20 19 16 10

Note: 6 of DMV’s rules are currently under review
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DEPARTMENT OF TRANSPORTATION (CDOT)

Process: In January 2011, in response to Governor Hickenlooper’s Executive Order D 2011-005,
CDOT Executive Director Hunt commenced a first-ever comprehensive review of CDOT’s existing
rules. At the beginning of 2011, CDOT had 29 rules in effect. Some of the rules had not been
reviewed or updated in more than twenty years, for example: Transportation Commission Rules
(last updated in 1987); Rules for Special Events on State Highways (last updated in 1979);
Junkyard Regulations (last updated in 1976); Authorized Service Vehicles Rules (last updated in
1977); Law Enforcement Assistance Fund Rules (last updated in 1983), and Travel Restrictions on
State Highways Rules (last updated in 1996). Additionally, many of these rules contained
incorrect statutory references and set forth processes that longer had any basis in law or fact.

Results: CDOT is on schedule to have all rules requiring repeal, adoption or revision in process
by June 29, 2012. CDOT’s actions will impact 22 sets of state rules {only seven sets of rules do
not require review). Starting in February 2012, CDOT is taking advantage of the EO-5 software
system to augment its notification of all rulemaking activities to all interested parties and
stakeholders including local governments.

Number of Rules to be reviewed 22
Number of Rules reviewed 12
Number to be retained in existing format 9
Number of Rules repealed 3
Number of Rules currently in draft stage 10
Number of Pages or rules eliminated 30

Appendix Xl sets forth more detailed information regarding specific rules.
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SUMMARY

Reviewing and evaluating the thousands of rules and regulations in effect in Colorado is a long-
term process that has the ongoing commitment of the Administration, and particularly the
commitment of the executive directors of each principal department with rule making authority
within the executive branch. Over the past year, these departments and agencies have
reviewed and evaluated over 7,580 rules, resulting in recommendations for the repeal or
modification of more than half of those rules reviewed. Even more importantly, under
Executive Order D 2012-002, the rule review process has become an integral and ongoing part
of the regulatory functions of each department and agency, with each department providing
public notice of its rule review activities, as well as an opportunity for public input and
participation.
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